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Splitrock Telecom Cooperative, lnc. 

Tmsferee, 
1 

For Consent to Transfer Control of 1 
Corporation Holding Commission ) 
Authorization Pursuant to Section 214 1 
of the Communications Act 1 

APPLICATION FOR CONSENT TO TRANSFER 
CONTROL OF DOMESTIC 214 AUTHORIZATION 

Splirrock Telecom Cooperative, Inc. (Splitrock)' and Alliance Telecommunications 

Corporation (Alliance) (collectivcly, Applicants) seek cansent to transfer control of the blanket 

Section 21 4 authorization held by Alliance's subsidiary Hills Telephone Company, Inc. (Hills) 

fiom Alliance to Splitrock Splitrock currently owns 12% of the equity and 25% of the voting 

stock of Alliance. Alliance and Splitrock have agreed, after all necessary approvals are received, 

that Splitrock will exchange all of its equity and voting stock interest in Alliance for all of the 

issued and outstanding capital stock of Hills (the Exchange Transaction). 

As cxplained below, the Exchange Transaction and related transfer of control o f  the 

blanket Section 214 authorization will sene the public interest In addition there will be no 

' Effective J a n u q  1,2003, Splitrock will change its name to Alliance Communications 
Cooperativc, Inc. 



adverse effect upon comp&?ion in the provision of dnmeshc. interstate telecommunicari~ns 

senices as the result of thc proposed transfer of  control. Accordingly. the Applicants request 

streamlined treatment pursuant to sections 63.03 and 63.04 of the Commission's rules. 

1.  kame, address and telephone number of each applicant 

Alliance Telecommunications Corporation 
21 1 Main Street South 
P.O. Box 428 
Hector. hTK 55342-0428 
Attention: Steven H. Sjogren 
(j20) 848-6611 

Splitrock Telecom Cooperative, Inc. 
6 12 East Third Street 
P.O. Box 349 
Garretson, SD 57030-0349 
Attention: Don Snyders 
(605) 594-34 1 I 

2. The government, state or territory under the laws of which each corporate or 
partnership applicant is organized 

Alliance is a Minnesota corporation 

Splitrock is a South Dakota corporation 

3. The name, title, post office address and telephone number of the officer or contact 
person, such as legal counscl, to whom correspondence concerning the application is to 
bc addressed 

For Splitrock: 

Don Snyders. General Manage: 
Splitrock Telecom Cooperative, Inc.  
611 Third Street (P.O. Box 349) 
Garretson. SD 57030-0349 
(605) 594-341 1 



With a co?y to Counsel: 
Benjamin H. Dickens, Jr. 
Mary J. Sisak 
Blooston, Mordkofsky, Dickens. Duffy & Prenderpast 
2120 L Street, N W  Suite 300 
W'ashington. DC 20037 
(202) 659-0830 

For Alliance: 

Steven H. Sjopen 
Alliance Telecommunications Corporation 
2 I 1 Main Street South 
P.O. Box 428 
Hector, Mh' 55342-0428 
(320) 848-661 1 

Richard A. Prirnuth 
Lindquist & Vennum 
4200 IDS Center 
80 South Eighth Street 
Minneapolis. Minnesota 55402 
(612) 371-3260 

4. The namc, address, citizenship and principal business of any person o r  entity that 
directly or indirectly owns at least ten (10) percent of the equity of the applicant, and 
the percentage of e q u i e  owned by each of those entities (to the nearest one (1) percent) 

Pursuant to the Exchange Transaction. Alliance's w,holly owned subsidiaq. Hills 

Telephone Company, Inc. (Hills), is being transferred to Splitrock. 

Alliance's address is as shoun in I ., above. Alliance's principal business is the provision 

of local exchange telephone service through its operating subsidiaries. Alliance is owned by 

Hector Communications Corporation (Hcctor): Splitrock and Golden West Telecommunications 

Cooperati\,e: Inc. (Golden West). Hector holds 68% equity and 50% voting stock. Golden M'est 

holds 20% equit!, and 25% voting stock, and Splitrock holds 12% equity and 25% voting stock 



of Alliance. ilector's address and princrpal place of business is 2: 1 Main Street Sourh. P.O. Box 

42P, Hector. l a '  55342-0428. 

The stockholders that directly or indirectly own a+ least ten (IO) percent of the equity of 

Hector and their principal business. are as follows: 

Name and Address Citizenship Percentape 

Curtis A. Sampson U.S. 
2 13 Main Street South 
Hector, Minnesota. 55342 

17 

Mr. Sampson's principal business is Chairman and CEO of Hector and Alliance. 

Gabelli Asset Management. Inc 
One Corporate Center 
Rye, New York, 10580 

Gabelli Asset Management, Inc.'s principal business is asset management. 

Golden West is a cooperative corporation that is ouned by its member-owners. No 

single member-owner owns at least ten (1 0) percent of the equity of Golden West at the present 

time. The address of Golden West is 415 C r o w  Street. P.O. Box 41 1. Wall. South Dakota, 

57790-041 1. Its principal business is the provision of local exchange telephone service 

Splitrock is a cooperative corporation that is owned by its member-ouners. No single 

member-owner owns at least ten (1 0) percent of the equity of Splitrock at the present time. The 

address of Splitrock is as shown in 1 ., above. Splitrock's principal business is the provision of 

local exchange telephone service. 



5.  Certification pursuant to 47 C.E'.R. sections 1.2001 through 1.2003 that no p a n y  to 'his 
application is subject to a den id  of Federal benefits pursuant to section 5301 o f  the 
Anti-Drug Abuse Act of 1988. See, ?1 U.S.C. 4 853 

Alliance and Splitrock certify, pursuant to Sections I .2001 through 1.2003 of the 

Commission's rules, that neither they, nor any of their affiliates, within the meaning of Section 

3(1) of the Communications Act of 1934. as amended, are subject to a denial of Federal benefits 

pursuant to section 5301 of the Anti-Drug Abuse Act of 1988,21 U.S.C. 5 853. 

6 .  Description of the transaction 

In the Exchange Transaction, Splitrock is trading its 12% equity interest and 25% voting 

interest in Alliance for 100% ownership of the stock of Hills. The Exchange Transaction 

involves the transfer of stock of an incumbent LEC by means of an acquisition of corporate 

control. 

7. Description of the geographic areas in which the transferor and transferee (and their 
affiliates) offer domestic telecommunications services, and what services are provided 
in each area 

The local exchange service areas of Splitrock and its subsidiary Splitrock Properties, Inc., 

and Hills are depicted on the color-coded map included as Exhibit A hereto. 

Alliance 

Alliance provides a variety of communications services to its customers through its 

various subsidiaries. Alliance is the ultimate parent of six incumbent local exchange carriers 

(LECs) that own and operate approximatel!, 3 I .445 access lines and provide communications 

services primarily to rural communities in South Dakota, Iowa. Wisconsin and Minnesota. The 

Alliance LECs are Sioux Valley Telephone Cornpan!, (Sioux Valley), Hills, Loretel Systems. 



Iric. (Lor-telj, Feltori Telephorre Company: lnc. (Felton). Hager TeleCom, Inc. (Haper), a rd  

Sleepy Eye Telephone Company (Slcepy Eye). Alliance also is the ultimate parent of OU 

Connection, lnc.. which provides telecommunications services through the use of calling cards. 

Hills is a rural local exchangr c x n e r  serving approximately 2,811 lines, that provides 

wireline local exchange service, exchange access service, and interexchange service to 

residential and business customers in  Iowa and Minnesota. In low& Hills serves the exchanges 

of Larchwood, Alvord, Inwood: Lester, South Steen, South Hills. and South Valley Springs 

located in the county of Lyon in the northwestem comer of the state. Hills senes  approximately 

2,152 access lines in these exchanges, while the county of Lyon has a population of 

approximately 1 1.750. 

In Minnesota, Hills serves the exchanges of Hills, Steen and North Lester located in the 

county of Rock in the southwestern comer of the state. Hills serves a total of approximately 659 

access lines in these exchanges, while the county of Rock has a population of approximately 

9.72 1 .  

Sioux Valley is a rural local exchange carrier serving approximately 5,893 access lines, 

that provides wireline local exchange service, exchange access service, and interexchange 

service to residential and business customers in South Dakou and Minnesota. In South Dakota, 

Sioux Valley serves the exchanges of Dell Rapids: Humboldt-Montrose, Colton, Valley Springs 

and Konh Larchwood, located in the county of Minnehaha in the southeastern part of the state. 

Sioux Valley serves approximately 1.549 access lines in these exchanges, while the county of 

Minnthaha has a population of approximatel), 118.281. Sioux Valley also serves the exchanges 

of Plankinton and Corsica in the countles of Aurora and Douglas, South Dakota, respectively. in 

south central South Dakom Sioux Valley serves approximately 617 access lines in the 
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Plankinton exch:qe, while tne county of Aurora h i s  a population of apprcximately 3:058. 

Sioux Valley serves apprnxirnately 684 access lines in the Corsica exchangei wtile the ccsunty of 

Douglas has a population of approximately 3,458. 

In Minnesota, Sioux Valley serves the exchange of East Valley Springs located in the 

county of Rock in the southwestern comer of the state. Sioux Valley serves a total of 

approximately 43 access lines in the East Valley Springs exchange, while the county of Rock has 

a population of approximately 9,721. 

Sleepy Eye is a rural local exchange carrier serving approximately 6:551 access lines, 

that provides wireline local exchange service, exchange access service, and interexchange 

service to residential and business customers in Minnesota. 

Loretel is a rural local exchange camer serving approximately 13,318 access lines in 

Minnesota and 49 access lines in North Dakota that provides wireline local exchange service, 

exchange access service, and interexchange service to residential and business customers. 

Felton is a rural local exchange carrier serving approximately 757 access lines, that 

provides wireline local exchange service. exchange access service, and interexchange service to 

residential and business customers in Minnesota. 

Hager is a rural local exchange carrier serving approximately 2,066 access lines, that 

prolzides wireline local exchange service. exchange access service, and interexchange service to 

residen~ial and business cusiomers in Wisconsin. 

Alliance's Affiliates 

Hector 

Alliance's affiliate, Hector Communicaiions Corporation (Hector), is a holding company 



and the ultimate o w m r  of 100% of h e  Ibllowing providers of domestic tc',ecomlunications 

sen4 c es: 

Arrowhead Communications Corporation (Arrowhead) - Arrowhead is a local exchange 

carrier senring 779 acces., lines, that provides wireline local exchange service, exchange access 

service, and interexchange service to residential and business customers in Minnesota. 

Eagle Valley Telephone Company (Eagle Valley) -Eagle Valley is a local exchange 

camer sensing 703 access lines, that provides wireline local exchange service, exchange access 

senicc, and interexchange senlice to residential and business customers in Minnesota. 

Granada Telephone Cornpan), (Granada) - Granada is a local exchange carrier serving 

275 access lines, that provides wireline local exchange service, exchange access service, and 

interexchange service to residential and business customers in Minnesota. 

Indianhead Telephone Company (Indianhead) - Indianhead is a local exchange carrier 

serving 2:422 access lines, that provides wireline local exchange service, exchange access 

service, and interexchange service to residential and business customers in Wisconsin. 

Pine Island Telephone Company (Pine Island)- Pine Island is a local exchange carrier 

serving j:33 1 access lines, that pro\:ides wireline local exchange service, exchange access 

service, and interexchange service to resideniial and business customers in Minnesota. 

lndianhead Communications Corporation (ICC) - ICC resells long distance service in 

Wisconsin. 

Mustang Communications Corporation (MCC) - MCC provides fiber used for the 

transpon of interactix'e digital \'ideo semice to schools in  Minnesota. 

Each of the ielephone companies listed above as subsidiaries of Alliance and Hector hold 

a small interest (in w e n  case less than 1046) in the centralized equal access provider operating 

8 



in the st2:e. 'The telephone companiej operating in South Dakota hold a srr,all interest in South 

Dakota Network, LLC (SDN); the telephone companies operating in Minnesota hold a small 

interest in Onvoy, Inc. (Onvoy); and the telephone companies operating in Iowa hold a small 

interest in lowa Network Services, Inc. (INS). SDN is a limited liability corpuration owned by 

thirty South Dakota independent local exchange carriers that provides centralized equal access 

and transport services throughout various portions of rural South Dakota. Onvoy i s  a corporation 

owned by fifty-seven Minnesota independent local exchange carriers and two venture capital 

organizations, that provides centralized equal access and transport services and interexchange 

service throughout various portions of rural Minnesota. INS is a corporation owned by 125 lowa 

independent local exchange carriers that provides cenualized equal access and transport services 

throughout various portions of rural Iowa. 

Golden West 

Golden West is a rural local exchange carrier that provides wireline local exchange 

service. exchange access service, and interexchange service to residential and business customers 

in South Dakota, Nebraska and Wyoming, Golden West serves 27 exchanges in the wesxern half 

of South Dakota. with approximately 16,238 access lines in South Dakota, 91 access lines in 

Nebraska and 29 access lines in Wyoming. Golden West serves a total of approximately 16,458 

access lines in its exchanges. 

Golden West Telephone Properties. Inc.. which is 100% owned by Golden West, owns 

100% of Vivian Telephone Company (Vivian), a rural local exchange carrier that provides 

wireline local exchange service. exchange access senice, and interexchange service to  

residential and business customers in South Dakota and Kebraska. Vivian serves I 9  exchanges 

primarily in the southeastern ponion of South Dakota, with 19.S30 access lines in South Dakota 
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and 7 access lines in N;b:-aska. Vivian serves a Iotaj of apprriximately 19.847 access line!, in its 

exchangm. 

G.W. Wireless. Inc. is a wholly owned subsidiary of Golden West that holds Personal 

Communicatim Services (PCS) and Local Multi-point Distribution System (LMDS) licenses for 

portions of South Dakota. In May 2001, G.W. Wireless, Inc. purchased Rapid Net, an 

independent lntemet provider in the Black Hills area. Rapid Net provides Internet services. web 

development and hosting in Rapid City and several surrounding communities. 

Golden West Technologies, is a wholly owned subsidiary of Golden West that provides 

paging, business phone systems, equipment sales and a call center in Rapid City, South Dakota. 

Golden West Technologies also provides and maintains telephone systems in the Golden West 

exchanges and has been active in providing telephone sales and leases throughout the Black Hills 

region. 

Golden West provides Internet access services to customers located within its 27 

exchange areas: within the 19 exchanges of its subsidiary Vivian Telephone Company and areas 

surrounding these exchanges. 

Golden West and Vivian hold an 18.97 percent equity interest in SDN. 

Golden West and Vivian hold a 21.97 percent equity interest in Express 

Communications, Inc. (Express). a provider of domestic and international long distance toll 

service. Express is owned by twenty-seven South Dakota local exchange camers (including 

Golden West and Vivian). Express provides wholesale toll service to Golden West and Vivian, 

w.hich the companies rcsell to their customers. 

Golden West also owns 20 percent of the equity and 25 percent ofthe voting stock of 

Alliance: as described previously herein. 
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SDlitrock 

Splitrock is a rural local ex,change carrier thai provide:; wireline local exchange sen,ice, 

exchange access service: and interexchange service to residential and business customers in 

South Dakota and Minnesota. Splitrock serves approximately 5:i 97 access lines in the 

exchannes - of Brandon and Garretson in Minnehaha County, South Dakota. Splitrock also serves 

approximately 79 access lines in the East Garretson exchange in Rock County, Minnesota. 

Splitrock serves a total of approximately 5.276 access lines in its exchanges. 

Splitrock’s affiliate, Splitrock Properties, Inc. (Splitrock Properties), is a rural local 

exchange camer that provides wireline local exchange service, exchange access service, and 

interexchange service to residential and business customers in South Dakota. Splitrock 

Properties serves the exchange of Howard in Miner County and the exchange of Oldham- 

Ramona in kngsbury and Lake Counties. Splitrock Properties serves a total of approximately 

1,542 access lines in these exchanges, while the three counties have a combined population of 

approximately 19,975. 

Splitrock currently holds a 3.5 percent equity interest in Express. Express provides 

domestic and international long distance toll service in the service areas of Splitrock and 

Splitrock Properties, lnc. 

Splitrock holds a franchise from the National Rural Telecommunications Cooperative 

(NRTC) to sell Direct Broadcast Satellite (DBS) service to residents of northeastern Minnehaha 

County and all of Rock County, Minnesota: and to provide associated installation, repair and 

cuslomer sennice functions to those purchasing DBS service from ir. 

1 1  



Sp1itror.k piovides 1n:emt.t access services 10 customers located wii:l.:in its w17 exchange 

areas, u.ithin the three exchanges of its subsidia? Splitrock Properties, Inc. and the areas 

surrounding these five exchanges. 

Spli!rock holds a 2.88 percent equity interest in SDN. Splitrock‘s subsidiary Splitrock 

Properties. Inc. also holds a I .49 percent equity interest in SDN. 

Splitrock owns 100 percent of the stock of Splitrock Communications, Inc. (Splitrock 

Communications). Splitrock Communications holds a 5.0 percent general partnership interest in 

West Central Transport Group, which provides transport facilities to third parties in eastem 

South Dakota and western Minnesota. 

Splitrock owns 12 percent of the equity and 25 percent of the voting stock (a non- 

controlling interest) of Alliance Telecommunications Corporation (Alliance), as described 

previously herein. 

Splitrock holds a 31.33 percent interest in ABS LMDS Venture, which holds FCC 

licenses for LMDS facilities in the following eight BTAs: Fort Dodge, Iowa; Mason City, Iowa; 

Sioux City, Iowa: Janesville-Beloit, Wisconsin; Madison, Wisconsin; Mitchell, South Dakota; 

Sioux Falls, South Dakoia; and Worthingon. Minnesota. 

8. A statcmcnt as to how the application fits into one or morc of the presumptive 
streamlined categories in Section 63.03 or why it is otherwise appropriate for 
streamlined treatment 

The Applicants request presumptive streamlined treatment of this application pursuant to 

section 63,03(b)(2)(iii) of the Commission’s rules. Section 63.03(h)(2)(iii) confers presumptive 

streamlined treatment where the proposed transfer of control “would result in a transferee having 

3 markei share in the interstate. interexchange marhet of less than I O  percent. and the transferee 



would pr-(wide competitive telephonc exchange services or exchange access. services (if at all) 

exclusively in geographic areas served by a dominaiit local exchange carrier that is not a pany to 

the transaction," and the applicants, including any affiliates of the entity within the meaning of 

section 3(1) ofthe Communications Act of 1934, :is amended: are incumbent local exchange 

carriers "that have. in  combination: fewer than two (2) percent of the nation's subscriber lines 

installed in the aggregate nationwide. and no overlapping or adjacent service areas.12 

The Alliance and Splitrock affiliates, in combination, have approximately 82,078 access 

lines.. This comprises a very small fraction of the 3,594,930 access lines that constitute two 

percent of the nation's estimated 179,746,541 access lines for 2001.3 

Moreover, the proposed Exchange Transaction would result in Splitrock; the transferee, 

having a market share in the interstate, interexchange market of less than 10 percent, and 

Splitrock would provide "competitive telephone exchange services or exchange access services 

(if at all) exclusively in geographic areas served by a dominant local exchange carrier that is not 

a party to the tran~action."~ 

The Alliance and Splitrock affiliates also do not have any overlapping service areas. In 

addition, Splitrock and Hills do not have any adjacent service areas. The service area of 

Alliance's affiliate, Splitrock Telecom Cooperative, Inc., is currently adjacent to the service area 

of Alliance's subsidiary, Sioux Valley Telephone Company. However, pursuant to a separate 

2 I4 application, which is being filed simultaneously. Golden West is trading its 20% equity 

interest and 25% voting interest in Alliance for 100% ownership of the stock of Alliance's 

- 46 C.F.R. $63.03(b)(2). 

See; Industr). .4nalysis and Technology Division, Trends in Teleahone Service, May 

47 C.F.R. $63.03(b)(2). 
2002. Table 8.1. 
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subs id iq ,  Sioiix Valley Teiephorie Company. When that trarisaction is complete, the Allianc,: 

and Splitrock affiliaies will not have a-q adjacen! service areas. 

If the Commission believes that the Applicants do not qualify for presumptive 

streamlined treatment, then the Applicants request streamlined treatment. No serious public 

interest concerns regarding the state of competition are raised by the proposed transfer. The 

companies are small, rural carriers that serve a small percentage of the total number of access 

lines in the states of South Dakota, Minnesota and Iowa.' None of the Applicants or their 

affiliates serves a metropolitan area and none serves a city with a population of more than 5:693.6 

Thus. the proposed Exchange Transaction does not threaten potential competitive entq in large 

metropolitan areas. 

The Applicants also do not compete in each other's local exchange areas and, as shown 

by Exhibit A. Splitrock and Hills do not have incumbent local exchange areas that are adjacent to 

each other. The Applicants have no plans to enter each other's markets and they do not engage 

i n  extensive advertising in each other's regions. 

9. Identification of all other Commission applications related to the same transaction. 

None. However, Alliance is transferring control of Sioux Valley to Golden West at the 

same time, in a separate 214 application. Although Alliance is the transferor in the Exchange 

Transaction and the Golden West transaction. there is no ownership, operation, or other interest 

between Golden West and Splitrock, the transferees. 

The total number of access lines in South Dakota is 482:722. The total number of access 
lines served b), Splitrock and Splitrock Properties in South Dakota is 6,739. The iota1 number of 
access lines in Minnesota is over 3.000,OOO. The total number of access lines senled by Hills 
and Splitrock in  Minnesota is 659 and 79: respecri\,ely. The total number of access lines in Iowa 
is over I .500,000. The total number of access lines sewed by Hills in Iowa is 2: 157. 



r 

10. A statement of whefher the spplicants a re  requesting special consideration because 
either party to the transaction is facing imminent business failure 

None of the parties is fazing imminent business failure. Accordingly, no special 

consideration of this application on this ground is rcquested. 

11. Identification of any separately filed waiver requests being sought in conjunction with 
the transaction. 

There are no separately tiled waiver requests being sought in conjunction with the 

Exchange Transaction. 

12. A statement showing how grant of the application will serve the public interest, 
convenience and necessity, including any additional information that may be necessary 
to show the effect of the proposed transaction on competition in domestic markets. 

The proposed Exchange Transaction and related transfer of control of the blanket Section 

214 authorization will advance the public interest because Splitrock is based in eastern South 

DaAota near the Hills service area and is focused on providing local service in eastern South 

Dakota, which will lead to operating efficiencies and more efficient delivery of services for the 

combined entities. The Exchange Transaction will be transparent to the customers of the 

companies, who will continue to be served by the same experienced personnel serving them 

today. 

0 The largest incorporated t o w  served by Splitrock is Brandon, South Dakota. with a 
population of 5.693. The largesf incorporated town served by Hills is Inwood. Iowa with a 
population of approximately 875. 
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CONCLUSION -- 
For the reasom stated hereui thz parties request that the Commission accord this petlrion 

streamlined treatment and issue an order approving the Exchange Transaction. 

Respecthlly Submitted, 

SPLITROCK TELECOM COOPERATIE.  INC. 

By 
D o w d e r s ,  General h n a g e r  
Splitrock Telecom Cooperative, Inc. 
612 Third Street (P.O. Box 349) 
Garretson, SD 57030-0349 
(605) 594-341 I 

ALLIANCE TELECOMMUNICATIONS CORPORATION 

BY 
Steven H. Sjogren 
Alliance Telecommunications Corporation 
21 1 Main Street South 
P.O. Box 428 
Hector, MN 55342-0428 
(320) 848-661 I 

Dated: December 12,2002 



- CONCLUSlOJ 

For the reasons stated herein, the parties request that the Commission accord this petition 

streamlined treatment and issue an order approving the Exchange Transaction. 

Respectfully Submitted, 

SPLITROCK TELECOM COOPERATIVE, WC. 

BY 
Don Snyders, General Manager 
Splitrock Telecom Cooperative, Inc. 
612 Third Street (P.O. Box 349) 
Garretson, SD 57030-0349 
(605) 594-341 1 

ALLIANCE TELECOMMUNICATtONS CORPORATION 

Alliance Telecommunications Corporation 
21 I Main Street South 
P.O. Box 428 
Hector, MN 55342-0428 
(320) 848-661 I 

Dated: December 12.2002 
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